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Bureau of Alcohol, Tobacco and Firearms, Treasury § 296.194

or the effective administration of this
subpart is hindered by such approval.

(Approved by the Office of Management and
Budget under control number 1512–0504)

§ 296.194 Scope of tax.
(a) General. Subject to the exceptions

set forth in this section, the floor
stocks tax is imposed on all Federally
taxpaid or tax determined cigarettes
which are held by any person for sale
at the first moment of the respective
tax increase dates of January 1, 1991,
and January 1, 1993. Cigarettes subject
to floor stocks tax are regarded as held
for sale by the one who owns them at
the first moment of each respective
tax-increase date, although at the time
the articles may be in transit to the
owner, or in a warehouse, storeroom or
distributing depot, and shall be in-
cluded in the return and inventory of
the owner. If ownership does not pass
to the consignee until delivery, ciga-
rettes in transit at the first moment of
each respective tax-increase date shall
be regarded as owned or held by the
consignor at that time.

(b) Exception. The floor stocks tax is
not imposed on cigarettes held for sale
by any person on the first moment of
any tax-increase date if:

(1) The aggregate number of ciga-
rettes held by such person on each such
date does not exceed 30,000. If such per-
son’s inventory includes large ciga-
rettes more than 61⁄2 inches in length,
each 23⁄4 inches or fraction thereof of
the length of each shall be counted as
one cigarette; and

(2) Such person complies with the in-
ventory requirements of § 296.198 and
the tax return filing requirements of
§ 296.197 of this part. A controlled group
may only claim the exception if the ag-
gregate number of cigarettes held by
all members of the controlled group on
the respective tax-increase dates does
not exceed 30,000.

(c) Credit against tax. Each person
shall be allowed as a credit against the
floor stocks tax improsed by paragraph
(a) of this section an amount equal to
$60, or the amount of floor stocks tax
for which such person is liable, which-
ever is less. Controlled groups are eligi-
ble for one credit amount for the entire
group. Dealers who are component
members of a controlled group must

apportion the $60 credit among the
members of the group. The credit may
be divided equally among the members
or apportioned in any other manner
agreeable to the members. An attach-
ment shall be made to the tax returns
required by § 296.197 for the members of
the controlled group showing the
name, address, and amount of credit
taken by each member of the con-
trolled group.

(d) Vending machines. The floor
stocks tax shall not be imposed on
cigarettes held by any person in any
vending machine on the first moment
of each respective tax-increase date.
Cigarettes owned by vending machine
operators on the first moment of each
respective tax-increase date and held
in transit or in storage facilities on
those dates and not in the vending ma-
chines are not exempt from floor
stocks tax. Vending machine operators
are subject to the inventory require-
ments of § 296.198 and the tax return fil-
ing requirements of § 296.197 of this part
if they hold any cigarettes outside of
vending machines on the first moment
of each respective tax-increase date.

(e) Treatment of cigarettes in foreign
trade zones. Notwithstanding the Act of
June 18, 1934 (48 Stat. 998, 19 U.S.C. 81a)
or any other provisions of law, ciga-
rettes which are held in a foreign trade
zone on the first moment of January 1,
1991, or the first moment of January 1,
1993, shall be subject to floor stocks tax
and shall be treated for purposes of this
subpart as held on such date for sale if

(1) Internal Revenue taxes have been
determined, or Customs duties liq-
uidated, with respect to such cigarettes
before such date pursuant to a request
made under the first proviso of section
3(a) of such Act, or

(2) Such cigarettes are held on such
date under the supervision of a Cus-
toms officer pursuant to the second
proviso of section 3(a) of such Act.

(f) Cigarettes held in bond. The floor
stocks tax does not apply to cigarettes
held in ATF or customs bond on the
first moment of each respective tax-in-
crease date.

(Approved by the Office of Management and
Budget under control number 1512–0504)
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